Ill 


TIESDAY,  HAY 

PART 


'  ■  -1 

14,  inr 


DEPARTMENT  OF 
HOUSING 
AND  URBAN 
DEVELOPMENT 

OFfke  of 

Assistant  Secretary  for 
Housing — Federal  Housing 
Commissioner 


HRE  SAFETY  EQUIPMENT 
IN  HEALTH  CARE 
FACILITIES 


Loans  to  Finance  Purchase  and 
Installation 


26552 


RULES  AND  REGULATIONS 


Title  24 — Housing  and  Urban  Development 

CHAPTER  II— OFFICE  OF  ASSISTANT 
SECRETARY  FOR  HOUSING— FEDERAL 
HOUSING  COMMISSIONER.  DEPART¬ 
MENT  OF  HOUSING  AND  URBAN  DE¬ 
VELOPMENT 

[Docket  No.  R-77-416] 

PART  201— PROPERTY  IMPROVEMENT 
AND  MOBILE  HOME  LOANS 

Subpart  C — Fire  Safety  Equipment  in 
Health  Care  Facilities 

AGENCY:  Department  of  Housing  and 
Urt)an  Development. 

ACTION:  Pinal  rule. 

SUMMARY:  This  regulation  provides 
for  the  insurance  of  financial  institutions 
which  make  loans  for  the  purchase  and 
Installation  of  fire  safety  equlpm^t  In 
health  care  facilities.  Loans  may  be  made 
to  eligible  borrowers  for  a  maximiun 
term  of  25  years  and  in  a  maximum 
amount  of  $50,000. 

EFFECTIVE  DATE:  June  20, 1977. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Christopher  LaMartina,  Department 
of  Housing  and  Urban  Development, 
451  Seventh  Street  SW..  Room  6133, 
Washington,  DC.  20410  (202)  755- 
8686. 

SUPPLEMENTARY  INFORMATION: 
The  Department  of  Housing  and  Urban 
Development  gave  notice  on  Septonber 
29,  1976  at  41  FR  43098  that  it  was  pro¬ 
posing  to  amend  Title  24  of  the  Code  of 
Federal  Regulations,  Chapter  n.  Sub¬ 
chapter  B,  Part  201,  “Prc«)erty  Improve¬ 
ment  and  Mobile  Home  Loans”,  by  add¬ 
ing  a  new  Subpart  C,  “Fire  Safety  Equip¬ 
ment  in  Health  Care  Facilities.” 

The  Department  received  twelve  com¬ 
ments  in  response  to  the  September  29, 
1976  publication.  The  comment  period 
closed  on  October  29, 1976. 

A  number  of  commenters  objected  to 
the  limitation  of  $50,000  as  a  maximum 
loan  limit  pointing  out  that  the  National 
Housing  Act  does  not  place  a  dollar  limit 
on  Ic^ns  allowable  under  this  program. 
In  this  regard  it  is  necessary  to  refer  to 
the  Act’s  legislative  history.  The  Senate 
bill  (S.  3066)  authorized  HUD  to  deter¬ 
mine  the  maximum  amoimt  and  term  of 
loans  financing  fire  safety  equipment  in 
health  care  facilities.  TTie  House  amend¬ 
ment  (HJl.  15361)  provided  for  a  maxi¬ 
mum  loan  amoimt  of  $50,000  and  a  maxi¬ 
mum  term  of  25  years.  The  Conference 
Report  adopted  the  Senate  provision. 
However,  the  conferees  stated  that  it  was 
their  intention  that  HUD  administra¬ 
tively  establish  the  maximum  loan  and 
term  at  the  figures  contained  in  the 
House  amendment,  except  in  exceptional 
cases  (see  compilation  of  the  Housing  and 
Community  Development  Act  of  1974 — 
Pub.  L.  93-383 — Subcommittee  on  Hous¬ 
ing  of  the  Committee  on  Bsmking  and 
Currency,  House  of  Representatives,  93 
Congress,  Second  Session — Octoter  1974 
at  page  321).  In  view  of  the  dlrMtion  of 
the  Conference  Report  it  was  determined 
to  adopt  the  limitations  in  the  House 
amendment. 


Several  commenters  questioned  the 
d^lnltkm  of  fire  safety  equipment  con¬ 
tained  in  the  regulatlmis.  Section  2  of 
Title  I  of  the  National  Housing  Act  as* 
amendecL  defines  fire  safety  equipment 
as  follows: 

The  term  “fire  safety  equipment”  means 
any  device  or  faculty  whl^  is  designed  to  re¬ 
duce  the  risk  of  personal  Injury  or  property 
damage  resulting  from  fire  and  is  in  con¬ 
formity  with  such  criteria  and  standards  as 
shaU  be  prescribed  by  the  Secretary. 

In  view  of  the  comments  received  it 
has  been  detmnined  to  revise  the  d^* 
nition  to  provide  that  fire  safety  equip¬ 
ment  means  any  device  or  construction 
feature  which  is  recognized  in  the  latest 
edition  of  the  Department  of  Housing 
and  Urban  Develi^ment’s  Minimum 
Property  Standards  for  Care  Type  Hous¬ 
ing  (4920.1)  or  the  Fire  Safety  Code  of 
the  National  Fire  Protection  Association 
(NFPA) . 

Section  201.1220  has  been  revised  to 
provide  insurance  premiums  of  .50  of  one 
percent  per  annum  of  the  net  proceeds 
of  the  loan.  TTie  prc^xised  regulatiims 
provided  for  .90  of  one  percent  computed 
on  the  declining  loan  balances.  This 
change  was  made  so  as  to  maintain 
compatabllity  with  the  Tltie  I  prc^rty 
Improvement  program. 

Several  c<xnmaiters  suggested  that  the 
proceeds  of  a  loan  should  include  archi¬ 
tectural  and  engineering  services  and 
the  cost  of  obtaining  building  permits 
where  such  services  are  directly  c(m- 
nected  with  eligible  alterations,  r^^airs, 
or  imiNX)vements  financed  in  accordance 
with  regulations  in  this  part.  This  sug¬ 
gestion  has  been  adopted.  See  §  201.1195 
(d), 

A  commenter  questioned  whether  a 
health  care  facility  would  be  ineligible 
if  it  was  enciunbered  witii  secondary  fi¬ 
nancing.  The  regulations  do  not  impose 
such  a  restriction  but  do  require  that 
all  such  secondary  liras  be  approved  by 
the  Secretary.  See  9  201.1140(b). 

A  question  was  also  raised  as  to  the 
meaning  of  “vested.”  The  term  “vested" 
Is  used  in  Its  ocnnmon  meaning  in  that 
the  borrower  must  hold  legal  title  to  the 
health  care  facility.  See  9  201.1145. 

Several  craunraters  Indicated  some 
confusion  as  to  Items,  devices  or  facilities 
which  would  be  ellgtt>le.  As  amended  the 
regulations  would  permit  any  device  or 
construction  feature  recognized  In  the 
Department  of  Housing  and  Urban  De- 
veloiunent’s  Minimum  Property  Stand¬ 
ards  for  Care  Type  Housing  (4920.1). 
This  would  Include  changes  to  Improve 
egress  (widening  of  doors,  construction 
(u:  improvement  of  ramps,  etc.)  as  well 
as  warning  detection  systems  recognized 
by  such  Standards.  See  9  201.1110(g). 

Several  commenters  questioned  the 
« econraiic  feasibility  of  the  loans  and  the 
ability  of  borrowers  to  bear  the  cost  of 
the  loan.  Loans  in  this  program  are  sub¬ 
ject  to  co-lnsurance  and  a  share  of  the 
potential  loss  is  borne  by  the  lending  in¬ 
stitution.  The  insurance  obligation  of  the 
Secretary  wltii  respect  to  any  lender 
cannot  exceed:  (1)  10  percent  of  the  to¬ 
tal  amount  ot  the  loans  made  by  the 
lender,  or  (2)  90  percent  of  the  loss  on 


any  individual  loan.  It  is  necessary, 
therefore,  that  the  Interest  rate  be  set 
at  a  level  to  meet  the  loan  market  in  or¬ 
der  to  obtain  tiie  participation  of  lend¬ 
ing  Institutions. 

Several  commenters  suggested  that 
loans  be  pennltted  to  finance,  on  a  ret¬ 
roactive  basis,  fire  safety  equii»nrat 
that  has  been  previously  purchased  or 
financed  by  a  borrower.  The  Act  author¬ 
izes  loans  on  a  prospective  basis  only 
and  previously-financed  purchases  are 
not  eligible  fw  participation. 

A  commenter  suggested  imdue  em¬ 
phasis  was  placed  up<m  the  installatira 
of  sprinkler  ^sterns  as  a  fire  safety  de¬ 
vice.  Sprinkler  systems  in  combination 
with  sm(^e  detratras  In  each  patient 
room  are  among  the  most  effective  fire 
safety  equipment  devices  in  nursing 
homes.  The  regulatlras,  however,  pro¬ 
vide  for  the  Installation  of  all  or  any  of 
the  fire  safety  equlixnrat  recognized 
undra  the  latest  edition  of  the  Minimum 
Property  Standards  for  Care  Type  Hous¬ 
ing.  Inchidlng  sprinkler  systems,  ra  imder 
the  Life  Safety  Code  of  the  National  Fire 
Protectira  Association  (NFPA) . 

A  commenter  suggested  that  a  compar¬ 
ison  between  this  program  and  tiie  fire 
safety  equlmnent  program  authorized 
under  Section  232  of  the  National  Hous¬ 
ing  Act  be  made.  This  program  is  a  co¬ 
insurance  program  with  primary  respra- 
slbOity  for  loan  processing  placed  upon 
the  Insured  Iradl^  Institution  and  is  in¬ 
tended  for  the  small  hecdth  care  facility 
which  might  not  qualify  imder  the  Sec¬ 
tion  232  Program. 

A  suggestira  was  made  that  the  grace 
period  be  lengthened.  TTils  suggestion  has 
been  adopted  and  the  grace  period  has 
been  extraded  from  10  to  15  days.  See 
9  201.1165. 

A  Finding  of  Inapplicability  pursuant 
to  section  102(2)  (c)  (ff  the  Natiraal  En- 
vlronmratal  Policy  Act  of  1969  has  been 
made  with  respect  to  these  proposed  reg- 
•ulations  eratained  in  38  FR  19182  as 
sunended.  A  0(g>y  ot  the  Finding  ot  Inap¬ 
plicability  is  available  for  public  inspec¬ 
tion  at  the  office  of  the  Rules  Docket 
Clerk,  Room  10141,  Department  of  Hous¬ 
ing  and  Ukhan  Develoixnrat.  451  Seventh 
Street  SW.,  Washington.  DC. 

Accordingly,  in  craslderation  of  the 
foregoing.  24  CFR  Part  201  is  amended 
as  f(^ows: 

1.  In  9  201.12,  paragu^ph  (b)  is  amend¬ 
ed  to  read  as  f <^ows :  ' 

§201.12  Insuranrc  reserve. 

•  *  •  •  • 

(b)  There  shall  be  maintained  for 
each  insured  a  general  insurance  reserve 
which  shall  equal  10  percrat  (rf  the  ag¬ 
gregate  amount  advanced  on  aU  eligible 
loans  originated  by  such  Insured  pursu¬ 
ant  to  the  provlsiras  of  the  regulatlras 
In  Subparts  A,  B,  and  C  of  this  part  ra 
and  after  March  1, 1950,  and  prior  to  the 
expiratlra  (ff  the  Secretary's  authority 
to  insure  under  the  provlsiras  of  this  Act. 
less  the  amount  of  all  claims  approved 
for  payment  by  the  Secretary  In  cranec- 
tlon  with  such  loans  and  leas  the  amount 
of  any  adjustments  made  pursuant  to 
paragraph  (c)  ot  this  section. 

•  •  •  •  • 
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2.  In  Part  201  a  new  SulHiart  C  Is  added 
to  read  as  follows : 

SubiMrt  C — Fl»»  Saf^  E^ripmant  In  MmNIi 
Soc. 

aoi.1106  P\irpo6«  of  Bubpart 
aOl.lllO  Deflnltlons. 

Maxhcoib  Loan,  ftss  and  Chabgks 

201.1116  Maximum  and  minimum  loan 
amount. 

201.1120  Method  of  loan  payment  and  amor¬ 
tization  period. 

201.1126  An>llcatlon. 

201.1180  Maximum  chargee. 

BLionui  BoBaowsas 

201.1186  Eligible  borrowers. 

201.1180  [Reserved]. 

PaoraaTT  BaoxnaaMaNTS 
201.1140  BllglbUlty  of  property. 

TrrLB 

201.1146  Eligibility  of  title. 

Loan  RzooiazMZNTS 

201.1149  Reliance  on  credit  application. 
201.1160  Note  and  security  form. 

201.1166  Ooet  of  recording  aectuity. 

201.1160  Default  provision. 

201.1166  Late  chaj^. 

201.1170  Security. 

201 .1 176  Validity  and  enforceabUity  of  loan. 

201.1180  Lien  on  real  estate. 

201.1186  Prepayment  privilege  and  prepay¬ 
ment  charge. 

201.1190  Refinancing. 

Foau  or  CoNraAcr 
201.1196  Contract  requirements. 

SraciAL  RBOunxMXNTs 
201.1200  Discrimination  prohibited. 

Bights  and  Dunss  or  Iaidb 

201 .1206  Servicing  and  collection. 

201.1210  Administrative  reports  and  exami¬ 
nations. 

201.1216  Election  by  lender. 

iNBUaANCZ  CBAaOB  RKQXnaXMXNTS 

201.1220  Rate  of  Insurance  charge. 

201.1226  Insurance  charge  adjustments  on 
transfers. 

201.1280  Refund' or  abatement  of  Insurance 
charge. 

'  201.1236  Insurance  charge  to  borrower. 
201.1240  lusiutmce  reserve. 

Loan  BcPoaTiNC 
201.1246  Report  of  loans. 

Claims 

201.1260  Claims. 

201.1266  Maximum  claim  period. 

201.1260  Date  of  default. 

201 .1266  Amount  of  claim. 

Flood  iNStraANCx 
201.1270  Flood  insurance. 

INCONTXSTABILITT 

201.1276  InconteetabUlty  of  elalm  pay¬ 
ments. 

Amxndments 

201.1280  Amendment  and  effect. 

.AuTHoairr:  Sec.  7(d)  79  Stat.  870  (42 
UJB.O.  86S6(d));  see.  2,  48  Stot.  1246  (12 
UR.0. 1708)  as  amended  by  Pub.  L.  98-888. 
201.1216  Election  by  lender. 


KOCIAl 


Subpart  C — Fir*  SafMy  Equipment  In 
Healtti  Car*  Facilities 

§201.1105  Purpose  of  subpart. 

ITie  provisions  of  this  subpcuit  otmtaln 
the  requirements  under  which  an  In¬ 
sured  financial  institution  may  obtain 
Insurance  of  loans  made  for  the  purchase 
and  Installation  ctf  fire  safety  equipnaent 
for  nursing  homes,  intermediate  health 
care  facilities  and  other  comparable 
health  care  facilities. 

§201.1110  DefinitionH. 

As  used  in  the  regulations  in  this  sub¬ 
part  the  following  terms  shall  have  the 
meanings  indicated. 

(a)  “Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development  or 
a  HUD  official  delegated  the  Secreteuy’s 
authority  with  respect  to  the  Act. 

(b)  “CcHfitract  of  Insurance”  Includes 
all  of  the  provisions  of  the  regulati(His  in 
this  subpart,  i  201.12  and  the  applicable 
provisions  of  the  Act. 

<c)  “Form”  means  a  document  which 
is  approved  by  or  satisfactory  to  the 
Secretary. 

(d)  “Insured”  means  an  approved  fi¬ 
nancial  institution  holding  a  contract  ot 
Insurance  tmder  Title  I  of  the  Act. 

(e)  “Loan”  means  an  advance  of  funds 
or  credit  or  the  purchase  of  an  obligation. 

(f)  “Note”  means  a  note,  bond,  or 
other  obligation  that  is  evidence  of 
indebtedness. 

<f-l)  “Default”  means  a  failure  by  the 
borrower(s>  to  make  any  payment  due 
under  or  provided  to  be  paid  by  the  terms 
of  the  note  or  security  instrument. 

(g)  “Fire  safety  equipmoit”  means  any 
device  or  construction  feature  which  is 
designed  to  reduce  the  risk  ot  death, 
personal  injury,  or  property  damage  re¬ 
sulting  from  a  fire  in  nursW  homes,  ex¬ 
tended  health  care  facilities  and 
intermediate  care  facilities,  or  other 
comparable  health  care  facilities,  which 
is  recognized  in  the  latest  edition  of  the 
Department  oi  Housing  and  Urban  De¬ 
velopment’s  Minimum  Property  Stand¬ 
ards  for  Care  Tjrpe  Housing  (4920.1)  or 
the  Fire  Safety  Code  of  the  Natiimal  Fire 
Protection  Association  (NFPA). 

(h)  "Nursing  home”  means  a  proprie¬ 
tary  facility  or  facility  of  a  private  non¬ 
profit  corporatkm  or  association  licensed 
or  regulated  by  the  State  (<»’  if  there  is 
no  State  law  providing  for  licensing  and 
regulatlmi  by  the  State,  by  the  munici¬ 
pality  or  other  political  subdivlslcm  in 
which  the  faculty  is  located) .  for  the  ac¬ 
commodation  of  convalescents  or  other 
persons  who  are  not  acutely  ill  and  not  in 
need  of  hospital  care  but  who  require 
skilled  nursing  care  and  related  medical 
services,  in  which  such  nursing  care  and 
related  medical  services  are  prescribed 
by,  or  are  performed  under  the  general 
direction  of  the  perscms  licensed  to  pro¬ 
vide  such  care  or  services  in  accordance 
with  the  laws  of  the  State  where  the 
facility  is  locateiL 

(1)  “Intermediate  care  facility”  means 
a  proprietary  facility  or  faculty  of  a  pri¬ 
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vate  nonim^t  corporatkm  or  association 
licensed  or  regulated  by  the  State  (or  if 
there  is  no  State  law  iwovldlng  for  such 
licensing  and  regulatkm  by  the  State,  by 
the  munlclpaOty  or  Uie  politioal  subdl- 
vlskm  in  which  the  facUity  is  located),* 
for  the  accommodatkm  ot  the  peraone 
who.  because  of  incapacitating  infirmi¬ 
ties,  require  minimum  but  otmtinuoiie 
care  but  are  not  in  need  of  continuous 
medical  care  or  nursing  services. 

(J)  “Extended  health  care  facility* 
means  a  health  care  facility  provkUng 
community  service  for  inpatient  ear*  for 
convalescents  or  chronic  disease  patlentB 
who  require  skilled  nursing  care  and  re-  , 
lated  medical  services. 

(k)  “State”  means  any  State  of  the 
United  States,  Puerto  Rico,  the  District 
of  Columbia,  Guam,  the  Trust  Territory 
of  the  Pacific  Islands,  and  the  Virgin 
Islands. 

(l)  “Fire  safety  loan”  means  any  form 
of  secured  obligation  as  may  be  deter¬ 
mined  by  the  Secretary  to  be  eligible  for 
insurance  under  this  subpart. 

(m)  “Equipment  cost”  means  the  rea- 
scmable  cost  of  “fire  safety  equipment”, 
fully  instaUed,  as  evidenced  by  a  legally 
binding  contract  between  the  borrower 
and  the  contractor. 

(n)  “Insured  loan  maturity”  means 
the  date  on  which  the  loan  indebtedness 
would  be  extinguished  if  paid  in  accord¬ 
ance  with  periodic  pajnnents  provided 
for  in  the  loan  Instrument  or 
instruments. 

(o)  “Borrower”  means  an  owner  of 
a  health  care  facility  who  applies  for 
and  receives  a  loan  in  reliance  upon 
the  provisions  of  the  Act. 

(p)  “Health  care  facility”  means  a 
“nursing  home,”  “intermediate  care  fa¬ 
cility,”  “extended  health  care  facility." 
or  other  comparable  facility. 

(q)  “Actuarial  method”  means  the 
method  of  allocating  payments  made  on 
an  obllgatlcm  between  the  amount  fi¬ 
nanced  and  the  aminmt  oi  the  finance 
charge,  pursuant  to  which  a  pajnnent  is 
applied  first  to  the  accumulated  finance 
charge  and  the  balance  is  implied  to  the 
unpaid  amount  financed. 

(r)  “Act”  means  the  National  Housiirg 
Act.  as  amended,  12  UJ3.C.  1703. 

Maximum  Loans,  Fees  and  Charges 

§201.1115  Maximum  and  minimum 
loan  amuuntn. 

The  principal  amount  of  the  loan 
shall  not  exceed  the  actual  cost  of  the 
fire  safety  equipment,  including  the  cost 
of  installation,  or  $50,000,  whichever 
sum  is  the  lesser.  The  minimum  prin¬ 
cipal  amoimt  shall  be  $10,000. 

§  201.1120  Method  of  loan  paymeni  and 
amortization  period. 

(a)  JfontAZy  payments.  The  loan  shall 
provide  for  equal  mtmthly  payments  in 
accordance  erith  amortization  tables 
provided  by  the  Secretary. 

(b)  AmorUzatUm  period.  The  term  of 
the  loan  shall  not  exceed  35  years  and 
32  days. 
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§  201.1 12S  ApplicatioB. 

(a)  Prior  approval.  An  application  for 
Insurance  of  a  fire  safety  loan  under  this 
part  Shan  be  considered  only  In  connec¬ 
tion  witti  a  proposal  which  has  been  ap- 
prored  by  the  Fire  Safety  Marshal  or 
other  state  or  local  official  or  agency,  or 
other  authority  haying  primary  respon¬ 
sibility  or  Jurisdiction  for  the  fire  safety 
requirements  of  the  health  care  facility. 

(b)  FiUng  of  application.  An  applica¬ 
tion  for  instnance  of  a  fire  safety  loan  for 
a  nursing  home  dr  intermediate  care 
facility,  extended  health  care  facility,  or 
ottier  comparable  health  care  facility 
shall  be  submitted  to  the  local  HUD  office 
on  an  approved  form,  by  a  HUD-ap- 
prured  lender  and  the  facility  owner(s) , 
for  prior  credit  approval.  It  shaU  be  ac¬ 
companied  by  a  proposal  meeting  the  re¬ 
quirements  of  paragraph  (a)  of  this  sec¬ 
tion,  and  a  copy  of  the  contract  be- 
twem  the  borrower(s)  and  the  contrac¬ 
tor.  Upon  approval  of  the  application,  a 
letter  shall  be  issued  by  the  Secretary 
setting  forth  the  terms  and  conditions 
upon  which  the  fire  safety  loan  will  be 
deemed  eligible  for  loan  insurance. 

§  201.1130  Maximum  charges. 

(a)  The  loan  shall  bear  interest  at  the 
rate  agreed  up<m  by  the  borrower  and 
lender,  which  rate  shall  not  exceed  eleven 
(11)  percent  per  annum. 

(b)  The  loan  shall  be  payable  in  equal 
monthly  installments  whl^  shall  in¬ 
clude: 

(1)  Insurance  charges  payable  to  the 
Secretary  by  the  lender. 

(2)  mtoest  on  the  loan. 

(3)  Amortization  of  the  principal 
amount  of  the  loan. 

(e)  The  lender  may  coDec*  from  the 
borrower  an  amount  representing  the 
fees  provided  for  in  this  subpart  The 
lender  may  idso  ccAect  from  the  borrower 
an  Initial  senrlte  charge  in  an  amount 
not  to  exceed  one  and  one-half  percent 
of  the  original  principal  amount  of  die 
loan  to  reimburse  the  lender  for  the  cost 
of  originating  and  closing  the  transac¬ 
tion.  Any  additional  charges  diall  be 
subject  to  the  prior  approval  of  the 
Secretary. 

Eligxblk  Borrowters 
§201.1135  Eligible  borrowers. 

In  order  to  be  eligible  as  a  borrower 
under  this  subpart  the  applicant  shall 
be  an  owner  of  a  nursL  g  home,  inter¬ 
mediate  care  facility,  extended  health 
care  facility,  or  other  comparaUe  health 
care  fedUty. 

§201.1136  [Reserved] 

PRonaxT  BaQuraamnTs 
§  201.1140  Eligibility  of  property. 

(a)  A  health  care  facfll^  to  be  dlglble 
under  thla  subpsut  MtaB  be  real  estate 
hehh 

(1)  In  fee  simple:  or 

(2)  LBeservedl; 

(3)  [Reserved!. 

(b)  The  health  care  facility  must  be 
owned  by  an  dlgible  borrower  as  hoeln 
defined  and  nuist,  at  the  thne  the  loan  is 
insured,  be  free  and  clear  of  all  Sens 


other  than  ihoee  specifically  approved  by 
the  Secretary. 

Txzlb 

§201.1145  Eligibfiity  of  title. 

The  lender  shall  determine  that  the 
title  to  the  real  property  to  be  Improved 
is  vested  in  the  borrower  as  of  the  date 
of  the  loan  apifficatlon. 

Loan  Rsquirxmshts 

§  201.1149  Reliance  on  credit  applica¬ 
tion. 

An  insured  acting  in  good  faith  may, 
in  the  absence  of  information  to  the  con¬ 
trary,  rely  upon  all  statements  of  facts 
made  by  the  borrower,  which  are  called 
for  by  the  borrower’s  credit  application, 
in  determining  the  eligibility  of  the  loan. 

§201.1150  Note  and  security  form. 

The  lender  shall  present  for  insurance 
a  note  and  sectntty  instrument  or  instru¬ 
ments,  on  forms  approved  by  the  Secre¬ 
tary  for  use  in  the  Jurisdiction  in  which 
the  property  to  be  improved  is  located. 

§201.1155  CosU  of  recording  seenrhy. 

The  Insured  may  collect  from  the  bor¬ 
rower  the  f (dlowing  expenses  actually  ta- 
curred  by  ttie  Insured  in  connection  with 
the  transaction:  Recording  fees,  fees 
necessary  to  maintain  the  validity  of  the 
lien,  documentary  stamp  taxes,  title  ex¬ 
amination  charge,  and  hazard  insiuance 
premiums,  provld^  that  such  costs  or  ex¬ 
penses  are  not  paid  from  the  proceeds  of 
the  loan  or  included  in  the  face  amount 
of  the  note.  I^ich  costs  or  expenses  shall 
not  be  taieluded  by  the  Insured  as  a  por¬ 
tion  of  a  claim  under  the  contract  of  in¬ 
surance  and.  if  such  costs  or  expenses  are 
aseessed  against  the  borrower,  proper 
evldenee  thereerf  shall  be  maintained  in 
the  file. 

§  20L1160  Default  proviaioo. 

The  obiigation  shall  contain  a  pcuvl- 
sion  for  acceleration  of  maturity,  atrthe 
option  of  the  bedder,  upon  default  in  the 
payment  of  any  tastaUment. 

§  201.1165  Late  charges. 

The  obligation  may  provide  lor  a  late 
charge  not  to  exceed  5%  per  $1  of  each 
Installmait  more  than  15  days  In  arreazs. 
No  late  charge  In  ezeesa  of  $50  may  be 
made  on  any  past  due  Installment. 

§  201.1170  Security. 

(a)  AB  Statet  eseept  Lomiaiaaa.  The 
loan  shall  be  secured  by  a  properly  re¬ 
corded  and  perfected  financing  statemoit 
and  security  agreement  covering  the  fire 
saJety  equipment,  which  shall  be  per¬ 
fected  In  the  maimer  apectfled  by  the 
Uhlf  arm  Commercial  Code  ae  adopted  in 
ea^  stata.  If  miar  Urns  on  the  under¬ 
lying  realty  by  (meratlon  of  law  attach  to 
the  fire  saf ^  equipment,  the  Secretary 
or  the  lender  may  require  that  the  bor- 
rosrer  obtain  a  subordination  agreement 
or  a  disclaimer  fnxn  ttie  holder  of  the 
prior  lien. 

(b>  LouWaao.  The  loan  tiiall  ba 
seemed  by  a  chattel  mortgage  covming 
the  fire  safety  equipment,  which  shall  be 
filed  or  recorded  as  requli^  by  state  law. 
If  prtorllens  on  the  underlying  realty 


attach  to  the  collateral,  the  Secretary  or 
the  lender  may  require  that  a  severance 
agreement  be  obtained  from  each  pmwxi. 
other  than  the  borrower,  having  any  in¬ 
terest  in  the  real  estate  (m  which  the  fire 
safety  equipment  is  Installed. 

§  201.1175  Vulidilj  and  eMforceabtlily 
of  loan. 

(a)  The  obligatlmi  shall  bear  the  gen¬ 
uine  signature  of  the  borrower  as  maker, 
shall  be  valid  and  enforceable  against 
the  borrower  or  borrowers  and  shall  be 
complete  and  regular  on  its  face.  TTie 
signatures  of  all  parties  to  the  obligation 
must  be  genuine.  If  the  oMlgatlon  is  ex¬ 
ecuted  for  and  on  behalf  of  a  corix>ra- 
tlon  or  trust,  the  note  must  create  a 
binding  obligation  of  the  prtnclpaL 

(b)  The  obligation  shall  be  sectned 
by  a  properly  recorded  and  perfected  fi¬ 
nancing  statemoit  and  seciulty  agree¬ 
ment  or  chattel  mortgage  which  creates 
a  first  lien  against  the  fire  safety  equip¬ 
ment. 

§201.1180  Lin  uw  real  eatate. 

As  additional  securl^,  a  recorded  lloi 
on  the  Improved  real  estate  shall  be  re¬ 
quired  for  any  loan  of  $25,000  or  nuve. 
The  lien  shall  be  in  the  form  of  a  real 
estate  mortgage,  deed  of  trust  or  other 
form  of  security  Instrument  approved  by 
the  Secretary. 

§201.1185  Prepayment  privilege  and 
prepayment  charge. 

The  security  Instrument  shall  contain 
a  provision  permitting  prepayment  of  the 
loan  in  whole  or  In  part  upon  any  date  a 
payment  Is  due.  after  giving  the  lender 
30  days'  advance  wrlttei  notice,  and  it 
may  contain  a  provision,  with  the  ap¬ 
proval  of  the  Secretary,  for  a  reasonable 
charge  In  the  event  of  prepayment. 

§  201.1190  Refinancing. 

A  new  obUgation  entered  Into  for  the 
purpose  of  nqnldatlng  a  loan  prevtously 
reported  for  Insurance  may  be  Insured. 
If  such  new  loan  meets  the  requirements 
of  '  his  subpart  and  If  the  term  of  the 
new  loan  does  not  exceed  25  years  and 
32  days  from  the  date  of  the  original 
loan.  The  full  amount  of  any  unearned 
financing  charge  on  tiie  original  obliga¬ 
tion  shall  be  refunded  to  the  borrower. 
The  earned  charge  shall  be  calculated  by 
the  actufulal  method.  The  borrower  may 
be  assessed  a  handling  charge  of  not 
more  than  $500  In  eosmeetiop  with  the 
refinancing. 

Foaii  or  Contract 
§201.1195  Contract  reqwiremenls. 

(a)  The  contract  between  the  bor¬ 
rower  aiad  the  contractor  tiiall  be  a  lump 
sum  contract  for  a  specified  amount.  The 
contract  shall  Include  only  the  cost  of 
fire  safety  equipment,  and  its  installa¬ 
tion. 

(b)  [Reserved]. 

(c>  Compirtiom  cmrUMaU..  Thainsnrsd 
shaB  oMafei  a  completion  oerttfieato  oa 
a  form  approved  by  the  Secretary,  signed 
by  the  borrower  and  by  the  contractor. 

(d)  Use  o/ loan  proceeds.  The  proceeds 
of  a  loan  shaU  be  used  only  to  finance 
the  purchase  and  Installation  of  fire 
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safety  equipment  in  existing  health  care 
facilities,  fees  for  architectural  and  en¬ 
gineering  services,  and  the  costs  of  ob¬ 
taining  building  permits  in  connection 
therewith,  in  accordance  with  the  re¬ 
quirements  of  this  subpart.  The  purchase 
and  installation  of  the  equipment  must 
be  commenced  in  rellsmce  upon  the 
credit  facilities  afforded  by  TiUe  I  of  the 
Act. 

§  201.1200  Discrimination  prohibited. 

Any  contract  or  subcontract  executed 
for  the  installation  of  equipment,  or  con¬ 
struction  of  improvements  to  the  proj¬ 
ects  shall  provide  that  there  shall  be  no 
discrimination  against  any  employee  or 
applicant  for  employment  because  of  sex, 
religion,  race,  color,  or  national  origin. 

Rights  and  Donxs  or  Lender  Under  the 
Contract  or  Insurance 

§  201.1205  Servicing  and  collection. 

The  Insured  shall  service  loans  in  ac¬ 
cordance  with  the  accepted  practices  of 
prudent  lending  institutions.  The  Insured 
shall  have  adequate  facilities  for  con¬ 
tacting  the  borrower  in  the  event  of  de¬ 
fault  and  ahnn  otherwise  exercise  dili¬ 
gence  in  collecting  the  amount  due.  The 
insured  shall  remain  responsible  to  t^ 
Secretary  for  proper  coUeetlon  efforts, 
even  though  the  actual  servicing  and  col¬ 
lection  may  be  performed  by  an  agent  of 
such  insured. 

§  201.1210  AdminiHtrativc  reports  and 
examinations. 

The  Secretary  may  at  any  time  call 
upon  an  Insured  for  such  reports  as  the 
Secretary  may  deem  to  be  necessary  in 
connection  with  the  regulations  in  this 
subpart.  The  Secretary  may  Inspect  the 
books  or  aocoxmts  of  Uie  Insured  as  they 
pertain  to  the  loans  reported  for  insur¬ 
ance. 

§  201.1215  Election  by  lender. 

Upon  default,  the  lender  may  either 
elect  to  assign  the  loan  to  the  Secretary 
in  exchange  for  the  payment  of  insur¬ 
ance  benefits  or  may  exercise  its  rights 
imder  the  note  and  security  instrument 
or  Instruments  in  lieu  of  making  a  claim 
for  Insurance  benefits.  If  the  lender  elects 
the  latter  course,  the  Secretary  shall  be 
so  notified,  and  Insiuance  coverage  shall 
be  deemed  terminated,  at  the  discretion 
of  the  Secretary. 

Insurance  Charge  Requirements 
§  201.1220  Rate  of  ineuranre  charge. 

(a)  First  premium.  The  Insiured  shall 
pay  to  the  Secretary  by  check  or  draft 
an  insurance  premiiun  equal  to  fifty  one- 
himdredths  (0.50)  of  one  percent  of  the 
net  proceeds  of  any  eligible  loan  reported 
and  acknowledged  for  Insurance.  Pay¬ 
ments  shall  be  due  within  twenty-five 
(25)  days  of  the  Secretary’s  acknowl¬ 
edgment  of  the  loan  report. 

(b)  Annual  insurance  premium.  The 
second  and  succeeding  installments,  at 
a  rate  and  in  an  amoimt  equal  to  the 
first  premium,  shall  be  pcdd  by  check  or 
draft  within  twenty-five  (25)  days  after 
billing  by  the  Secretary  cm  an  annual 
basis. 


(c)  Calculation  of  premiums.  In  com¬ 
puting  the  insurance  charge,  no  charge 
shall  be  made  for  the  fracUonial  period  of 
a  month  of  14  days  or  less,  and  a  charge 
for  a  full  month  shall  be  made  for  the 
fractimial  period  of  a  mmith  or  more 
than  14  daj^. 

§  201.1225  Innurancc  charge  adjust¬ 
ments  on  transfers. 

Where  there  Is  a  transfer  of  obligation 
between  insured  lenders  and  the  insur¬ 
ance  charge  on  such  obligation  has  al¬ 
ready  been  paid,  any  adjustment  of  such 
charge  shall  be  made  by  the  lenders 
Invcdved,  except  that  any  unpaid  in¬ 
stallments  of  the  insurance  chiurge  shall 
be  paid  by  the  purchasing  lender. 

§  201.12S0  Refund  or  abatement  of  in¬ 
surance  charge. 

An  insured  shall  be  entitled  to  a  refund 
or  abatement  (rf  Insurance  charges  only 
in  the  following  Instances : 

(a)  Where  the  obligation  has  been 
refinanced,  the  unearned  portion  of  the 
charge  on  the  original  obligation  shall 
be  credited  to  the  charge  on  the  re¬ 
financed  loan. 

(b)  Where  the  obligation  is  prepaid  bi 
full  (H  an  Insurance  claim  is  fil^  chargee 
falling  due  after  such  prepayment  or 
claim  shall  be  abated. 

(c)  Whoi  a  loan  (tw  portiem  thereof) 

is  found  to  be  Ineligible  for  Insuranoe, 
charges  paid  on  the  ineligible  portion 
shall  be  refunded.  Such  refund  shall  be 
made,  however,  only  if  a  claim  is  doiied 
by  the  Secretary  or  the  Ineligibility  is 
reported  by  the  insured  promptly  upon 
disoovoT.  In  no  event  shall  a  charge  be 
refunded  on  the  basis  of  a  loan  ineligi¬ 
bility  where  the  implication  for  refund 
is  made  after  the  is  paid  in  full. 

S  S01.12S5  Insurance  charge  to  bor- 
rovrer. 

Hie  insurance  charge  paid  by  the  in¬ 
sured  may  be  passed  on  to  the  borrower 
provided  such  charge  is  fully  disclosed  to 
the  borrower. 

§  201.1240  Insurance  reserve. 

All  of  the  provisions  of  i  201.12  with 
respect  to  maintenance  for  each  insured 
lender  of  a  general  reserve  shall  imply 
with  respect  to  loans  reported  for  In¬ 
surance  under  this  subpail.  The  aggre¬ 
gate  amount  of  loans  advanced  by  an 
insured  lendv ,  for  the  purpose  of  de¬ 
termining  its  general  Insurance  reserve, 
shall  Include  loans  reported  for  insur¬ 
ance  imder  Subparts  A.  B,  and  C  of  this 
part. 

Loan  Reports 

§  201.1245  Report  of  loauN. 

(a)  Date  of  reports.  A  loan  report  on 
the  prescribed  form  shall  be  transmitted 
to  the  Secretary  at  Washington,  D.C., 
within  31  days  from  the  following  dates: 

(1)  In  the  case  oil  an  original  loan, 
the  date  of  the  loan  or  the  date  upon 
which  it  was  purchased  by  the  Insured. 

(2)  In  the  case,  of  a  refinancing,  the 
date  of  the  refinancing  loan. 

(3)  In  the  case  of  a  transfer  of  the 
loan  to  another  insured  lender,  the  date 
of  the  transfer. 


(b)  Late  reports.  If  the  loan  is  current, 
the  Secretary  may  in  her  dlscretioii.  ac¬ 
cept  a  late  repml  on  a  loan  where  the 
insured  certlfles  that  the  obligation  is 
not  in  default. 

(c)  Transfer  of  loan  between  insured 
lenders.  All  of  the  proviskms  of  i  201.12 

(d)  goveming  the  transfer  of  loans  be¬ 
tween  Insured  lenders  shall  apply  to 
loans  insured  under  this  subpart. 

Claims 

§  201.1250  Qaim*. 

(a)  Claim  application.  Claim  for  reim¬ 
bursement  for  loss  on  an  eligible  loan 
Shan  be  made  on  a  form  approved  by  the 
Secretary  and  executed  by  a  duly  quali¬ 
fied  officer  of  the  insured.  The  claim  shall 
be  accompanied  by  the  insured’s  oom- 
idete  credit  and  c<dlectk>n  file  pertaining 
to  the  transaction.  Claim  shall  not  be 
filed  by  the  insured  until  after  default. 

§  201.1255  Maximun  claim  period. 

dataa  shaU  be  filed  no  later  than  9 
months  and  31  days  after  the  due  date 
of  the  eartlest  fully  unpaid  installment 
provided  for  in  the  obllgatlim  unless  an 
extension  is  requested  and  approved  by 
the  Secretary. 

S  201.1260  Dale  of  default. 

For  the  purpose  of  determining  the 
date  oi  default,  any  payments  received 
cm  an  account.  Including  payment  of 
Judgments  predicaled  thereon,  shall  be 
applied  to  the  earliest  unpaid  install¬ 
ment. 

S  201.1265  Amount  of  daini. 

(a)  An  Insured  may  be  reimbursed  for 
its  losses  on  loans  made  in  accordance 
with  the  regulations  under  this  subpart, 
up  to  the  amount  of  its  general  insur¬ 
ance  reserve.  The  amount  of  the  reim¬ 
bursement  is  determined  by  following  the 
computation  steps  in  sutmaragraphs  ( 1 ) , 
(2),  (3),  and  (4)  of  this  paragraph  as 
follows: 

(1)  90  percent  of  the  net  unpaid 
amount  of  the  loan  actually  made  or 
90  percent  of  the  actual  purchase  price 
of  the  note,  whichever  is  the  lesser. 

(2)  90  percent  of  the  uncollected  in¬ 
terest  earned  up  to  the  date  of  default 
calculated  according  to  the  actuarial 
method,  plus  90  percent  of  the  interest 
compute  at  7  percent  per  annum  on 
the  outstanding  balance,  computed  from 
the  date  of  default: 

(i)  To  either  the  date  of  the  claim  ap¬ 
plication  or  tor  a  period  of  9  months 
and  31  days  following  such  default  date, 
whichever  period  of  time  is  the  lesser, 
or 

(ii)  To  the  date  of  certification  of  the 
claim  for  pasonent  in  a  case  where  an 
otherwise  eligible  claim  has  been  held 
in  suspense  by  the  Secretary  pending  a 
determination  of  the  eligibility  for  in¬ 
surance  of  other  claims  or  loans,  or  by 
an  Investigation  of  the  Insured’s  loan  or 
claim  activities. 

(3)  Uncollected  court  costs,  if  any,  in¬ 
cluding  fees  paid  toe  issuing,  servicing, 
and  filing  summtms. 

(4)  Attmmey’s  fees,  if  any,  actuaDy 
paid,  not  exceeding  $250. 
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(i)  Actual  costs  and  expenses  in  re- 
eordlDflr  of  assignments  of  security  to  the 
Uhlted  States  of  America. 

(b)  AssiguTnent  of  documents.  *nie 
note  and  any  security  held  or  judgment 
taken  must  be  assigned  In  Its  entirety; 
If  a  claim  has  been  filed  in  bankruptcy. 
Inscdyency,  or  probate  proceedings,  such 
claims  shall  likewise  be  assigned  to  the 
United  States  of  America 

(c)  Form  of  assignment.  The  follow¬ 
ing  form  of  assignment  properly  dated 
shall  be  used  In  assigning  a  note,  financ¬ 
ing  statement,  security  agreement,  judg¬ 
ment,  real  estate  mor^ge.  deed  of  trust, 
condltkmal  sales  contract,  chatty  mort¬ 
gage,  mechanic’s  lien,  or  any  other 
security  device  in  event  of  claim; 

an  rtgbt,  title,  and  Interest  at  the  under¬ 
signed  Is  hereby  assigned  (without  warranty, 
'except  that  the  note  qualities  for  Insurance) 
to  the  United  States  at  America. 

Financial  Institution 

By - 

Date _ 

Title _ _ 

Provided.  That  tf  this  form  Is  not  valid  or 
genesally  acceptable  In  the  jurisdiction  lm> 
Tcdved,  a  form  which  Is  valid  and  generally 
acceptable  shall  be  used. 

Flood  Insurance 
§  201.1270  Flood  insurance. 

(a)  Flood  Insurance  coverage  on  the 
fire  safety  equipment  Is  required  as  a 
condition  of  obtaining  or  refinancing  a 
loan  for  the  acqulsltltm  of  fire  safety 
equipment  when  ttie  building  to  be  Im¬ 
proved  li  In  an  area  that  has  been  Iden- 
ttfied  by  the  Secretary  as  an  area  having 


igiecial  flood  hazards  and  flood  insurance 
for  such  area  has  been  made  available 
under  the  Hood  Diaaster  Protection  Act 
of  1973,  as  amtnded  (Patii  L.  93-834)  and 
ImplementlDg  regulatiofiB,  34  cm  CSiap- 
ter  X,  SubchapCer  B.  Flood  Insurance  on 
the  building,  as  well  as  on  the  fire  safety 
equipment,  is  required  In  such  cases 
where,  as  additional  security,  a  recorded 
lloi  on  the  improved  real  estate  is  effectu¬ 
ated.  Hie  amount  of  flood  Insurance  re¬ 
quired  need  not  exceed  the  outstanding 
principal  bsdance  of  the  loan  and  need 
not  be  required  beytind  the  tmm  of  the 
loan. 

(b)  In  cases  where  the  applicant  for  a 
loan*  has  previously  received  Federal 
financial  assistance,  regardless  (tf  the 
time  Interval  Involved  or  whetbm*  a  se¬ 
curity  inter^t  was  retained,  flocxl  Insur¬ 
ance  both  on  the  real  estate  and  on  the 
assisted  pers(xial  property  shall  be  re¬ 
quired.  when  the  ctMiditlons  spedfled  In 
the  first  sentence  of  paragraitfi  (a)  of 
this  section  are  met. 

(c)  On  or  after  July  1,  1975,  or  after 
one  year  fcAowlng  the  date  of  official 
notification  to  tiie  chid  executive  officer 
of  the  community  of  Identifk^tion  of 
special  fl<x>d  hazards,  whlchem’  Is  later, 
no  loan  shaU  be  made  or  reflnsmeed  If 
the  building  ta  kxrated  In  an  area  that 
has  been  identified  by  the  Secretary  as 
an  area  having  special  fkxxi  hazards,  un¬ 
less  the  cononunlty  in  which  the  area  Is 
situated  Is  participating  In  the  National 
no(xl  Insurance  Program,  and  such  In- 
sorance  Is  obtained  by  the  borrower.  TTie 
amount  of  flood  insurance  required  need 
not  ex(;eed  tiie  principal  balance  of  the 
loan  and  need  not  be  required  beyond  the 
term  of  the  loan. 


laooiraxsxABiuTT 

5  201.1275  IwcontesUibility  of  daim 
payments. 

Any  payment  for  loss  made  to  an  ap¬ 
proved  financial  InstltutVin  shall  be  final 
and  Incontestable  after  two  yean  from 
the  date  the  claim  was  certified  for  pay¬ 
ment  in  the  absence  of  fraud  or  misrep¬ 
resentation  on  the  part  of  such  Institu¬ 
tion.  unless  a  demand  for  repurchase  of 
the  oMlgatkm  shall  have  been  made  on 
behalf  of  the  United  States  i>rlor  to  the 
expiration  of  such  two-year  poiod. 

Aminpmxwts 

5  201.1280  Amendment  and  effect. 

The  regulation  in  this  part  may  be 
aiDMided  by  the  Secretary  at  any  time, 
but  such  amendment  shaQ  not  adversely 
affect  the  insurance  prlvUegee  of  an  In¬ 
sured  with  respect  to  any  loan  previously 
made  or  In  the  process  (tf  being  made. 
Unless  otherwise  provided,  an  amoMl- 
ment  shall  be  apitficable  to  any  loan  or 
the  reOnanchig  of  any  loan,  adien  the 
loan  Is  made  pursuant  to  an  application 
dated  on  or  after  the  effective  date  of 
such  amendment 

Naas:  Ik  Is  hsraby  certifled  ttiat  tbs  voa- 
nomle  and  Inflationary  Impacts  of  tbla  regn- 
latton  bava  baan  oacefuny  avaluatad  m  ao- 
ooedanoa  wMh  Biawittva  Order  No.  11891. 

Effective  date.  These  regulations  shall 
be  effective  June  20, 1977. 

Lawskncx  B.  SnfONS. 

Assistant  Secretary  for  Housing, 
Federal  Housing  Commissioner. 
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